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Twin Falls County Docket No. 2012-3020
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and
JOHN DOES 1-10,
Defendants.

Appeal from the District Court of the Fifth Judicial District for Twin Falls County. The
Honorable Randy J. Stoker, District Judge, presiding.
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STATEMENT OF THE CASE

NATURE OF THE CASE
This is a declaratory judf,'111ent action for judicial determination of the respective
interests of the parties in the proceeds from the sale of approximately 620 dairy cattle. J & M
Cattle Company, LLC, (".I & M") asserts that its agister's lien created pursuant to Idaho Code
§45-805 for caring for, boarding and feeding dairy cattle constitutes a first priority lien on the
dairy cattle and the proceeds of sale of those dairy cattle. Farmers National Bank asserts that its
prior perfected security interest created pursuant to Idaho Code §28-9-1 01, et. seq., constitutes
the first priority lien on the dairy cattle and the proceeds from the sale of those dairy cattle, and
has priority over the J & M agister's lien.
The dairy cattle were owned by Green River Dairy, LLC, and Herculano J. Alves
and Frances M. Alves, husband and wife, dba Green River Dairy ("Green River Dairy").
However, the amount claimed by J & M and the amount claimed by Farmers National Bank
exceeds the amount received as proceeds from the sale of the dairy cattle, such that the owners of
the dairy cattle have no claim to the proceeds.

COURSE OF THE PROCEEDINGS
J & M filed a Verified Complaint (R. pp 9-15) seeking a judicial determination

that its agister's lien created pursuant to Idaho Code §45-805 for the caring for, boarding and
feeding of dairy cattle, constituted a first priority lien on the dairy cattle and the proceeds from
the sale of the dairy cattle.
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Fanners National Bank filed an Answer and Counterclaim CR. pp. 16-38)
asserting that its security interest perfected by UCC-l F Fann Product Financing Statements filed
pursuant to Idaho Code §28-9-30 1 et. seq. constituted a first lien on the dairy cattle and the
proceeds from the sale of the dairy cattle paramount to the subsequent agister's hen of J & M.
J & M filed a Reply to Counterclaim (R. pp. 39-44) denying that Fanners
National Bank was entitled to relief and reasserting its priority claim.
J & M filed the Plaintiffs Motion for Partial Summary Judgment CR. pp. 45-47)
supported by its Memorandum in Support of Plaintiffs Motion for Summary Judgment CR. pp.
48-58) and Stipulated Undisputed Facts Re: Motion for Partial Summary Judf,rment (R. pp. 5968).
Fanners National Bank filed a Memorandum in Opposition to Plaintiffs Motion
for Partial Summary Judgment CR. pp. 69-81) and J & M filed Plaintiff s Reply Memorandum in
Support of Motion for Partial Summary Judgment CR. pp. 82-91).
Oral argument was held on February 11, 2013.

On February l3, 2013, Judge

Stoker entered his Memorandum Opinion Re Summary Judgment (R. pp. 92-104) granting
partial summary judgment in favor of J & M and denying relief to Fanners National Bank.
Subsequently, the parties filed a Stipulation for Entry of Final Judgment (R. pp.
105-110) and the court entered a Final Judgment (R. pp. 111-1l3) on May 9, 20l3. Fanners
National Bank filed a Notice of Appeal CR. pp. 114-117) to that Final Judf,:rrnent.
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STATEMENT OF THE FACTS
The parties have entered into Stipulated Undisputed Facts Re: Motion for Partial
Summary Judgment (R. pp. 59-68) and a Stipulation for Entry of Final Judbrment (R. pp. 105110). There is no dispute that Farmers National Bank has maintained a properly perfected UCC
security interest in dairy cattle owned by Herculano Alves, Frances Alves and Green River Dairy
since July, 2006, and that the UCC security interest of Farmers National Bank is prior in time to
the agister'S lien of J & M which arose in June, 2011.
Beginning in 2006, Farmers National Bank loaned money to Green River Dairy.
Those loans were evidenced by Promissory Notes, Security Agreements and UCC-l and UCCIF financing statements. Those financing statements included the following:
a. State of Idaho Farm Products Financing Statement Form
UCC-IF filed with the Idaho Secretary of State on July 14,
2006, Filing Number F75997, and continued on May 27,2011,
Filing Number F47056:
Debtor(s):

Herculano Alves, Frances Alves and Green
River Dairy
Secured Party: Farmers National Bank
Products: Triticale, oats, field com, hay, ensilage, dairy
cattle and milk.

b. State of Idaho Farm Products Financing Statement Form
UCC-l F filed with the Idaho Secretary of State on May 12,
2008, Filing Number F78573:
Debtor(s): Green River Dairy LLC
Secured Party: Farmers National Bank
Products: Rye (including triticale), oats, field com, hay,
ensilage, dairy cattle and milk.
CR. pp. 24-26; p. 60).
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Beginning June, 2011, Green River Dairy delivered possession of dairy cattle
subject to the Fanners National Bank Security Agreements and financing statements to J & M,
the owner of a calf raising and breeding operation, for the purpose of J & M to provide food, care
and other services necessary to the dairy cattle.
Green River Dairy defaulted on its obligation to Fanners National Bank and
Fanners National Bank filed suit against Green River Dairy and others on December 12, 20ll, in
the District Court of the Fifth Judicial District of the State of Idaho, in and for the County of
Twin Falls, Case No. CV-201] -5533. J & M was not a party to that litigation. An Amended
Judgment and Decree of Foreclosure was entered on June 19, 2012, awarding Fanners National
Bank the sum of$2, 176,399.21 (R. pp. 27-33).
On or about January 5, 2012, Fanners National Bank and J & M entered into an
agreement for the sale of the dairy cattle and deposit of the net sales proceeds in an interest
bearing account at Fanners National Bank without prejudice or waiver of either J & M's or
Fanners National Bank's rights, priority, lien or interest in the dairy cattle or the proceeds (R. pp.
34-38).
On or about April 3, 2012, J & M through its counsel, provided notice to Fanners
National Bank of the sale of the dairy cattle pursuant to its agister'S lien and pursuant to Idaho
Code §45-805.
All of the dairy cattle have been sold and the net sale proceeds are held at Fanners
National Bank pursuant to the Agreement. The amount on deposit was $597,740.70 as of May 8,
2013 (R. p. 105).
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The lien amount claimed by J & M is $751,602.35 (R. p. 63), which amount
exceeds the amount on deposit. The unpaid balance decreed to be due to Farmers National Bank
on the Amended Judgment and Decree of Foreclosure exceeds the amount on deposit. (R. p. 63).
The Court needs to determine which of the lien creditors is entitled to the
proceeds from the sale of the dairy cattle.

ISSUES PRESENTED ON APPEAL
Did Judge Stoker err in determining that the agister's lien of J & M is prior to the
perfected security interest of Farmers National Bank in the proceeds from the sale of the dairy
cattle?

ATTORNEYS FEES ON APPEAL
Farmers National Bank is not seeking attorneys fees on appeal.

ARGUMENT
I.

IDAHO CODE §45-805 EXPRESSLY PROVIDES THAT PERFECTED
SECURITY INTERESTS HAVE PRIORITY OVER AGISTER'S LIENS.
An agister's lien is a statutory lien dependent upon possession. The Uniform
Commercial Code provides a general rule for detennining priority between a statutory
possessory lien and a security interest under the
follows:
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uec.

Idaho Code §28-9-333 provides as

"28-9-333. Priority of certain liens arising by operation of law.(a) In this section, "possessory lien" means an interest, other than a
security interest or an agricultural lien:
(1) Which secures payment or performance of an obligation for
services or materials fumished with respect to goods by a person in the
ordinary course of the person's business;
(2) Which is created by statute or rule of law in favor of the person;
and
(3) Whose effectiveness depends on the person's possession of the
goods.
(b) A possessory lien on goods has priority over a security interest in
the goods unless the lien is created by a statute that expressly provides
otherwise. "
That rule is applicable to the facts of this case. The liens created under Idaho
Code §45-805 are possessory liens within the definition of Idaho Code §28-9-333(a), where the
lien claimant provided services in the claimant's ordinary course of business.

The services

provided by J & M were in the ordinary course of its business. The lien for the feeding and care
of livestock under Idaho Code §45-805(b) is not an agricultural lien as defined by Idaho Code
§28-9-102(5) because under that definition an agricultural lien does not depend for its
effectiveness upon possession of the property. Therefore, J & M's lien is a "possessory lien"
under the UCC definition and the rule of Idaho Code §28-9-333(b) applies to the determination
of the priority between Fanners National Bank's security interest and J & M's agister's lien
under Idaho Code §45-805. That rule is simply that the possessory lien is senior to the security
interest unless the statute creating the possessory lien expressly provides otherwise. Upon this
point J & M and Fanners National Bank agree. The point of disagreement is whether or not
Idaho Code §45-805 expressly provides that an agister's lien is subordinate to a prior perfected
security interest. Fanners National Bank asserts that Idaho Code §45-805 expressly provides
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that a prior perfected security interest in dairy cattle is senior to a subsequent agister's lien on
those dairy cattle.
"Judicial interpretation of a statute begins with an examination of the statute's
literal words." Hestead v. eNA SuppZv, 152 Idaho 575,580,272 P.3d 547 (2012). At all times
pertinent to this case and before its amendment in 2012, Idaho Code §45-805 read in its entirety
as follows:
"45-805. Liens for services on or caring for property. - (a)
Every person who, while lawfully in possession of an article of personal
property, renders any service to the owner thereof, by labor, or skill,
employed for the protection, improvement, safe keeping, or carriage
thereof, has a special lien thereon, dependent on possession, for the
compensation, if any, which is due him from the owner, for such service.
If the liens as herein provided are not paid within sixty (60) days after the
work is done, service rendered or materials supplied, the person in whose
favor such special lien is created may proceed to sell the property at a
public auction after giving ten (10) days' public notice of the sale by
advertising in some newspaper published in the county where the property
is situated, or if there is no newspaper published in the county then by
posting notices of the sale in three (3) of the most public places in the
county for ten (10) days previous to such sale. The person shall also send
the notice of auction to the owner or owners of the property and to the
holder or holders of a perfected security interest in the property as
provided in subsection (c) of this section. The person who is about to
render any service to the owner of an article of personal property by labor
or skill employed for the protection, improvement, safekeeping or carriage
thereof may take priority over a prior perfected security interest by, before
commencing any such service, giving notice of the intention to render
such service to any holder of a prior perfected security interest at least
three (3) days before rendering such service. If the holder of the security
interest does not notify said person, within three (3) days that it does not
consent to the perfonnance of such services, then the person rendering
such service may proceed and the lien provided for herein shall attach to
the property as a superior lien. The provisions of this section shall not
apply to a motor vehicle subject to the provisions of sections 49-1809
through 49-1818, Idaho Code.
(b) Livery or boarding or feed stab Ie proprietors, and persons
pasturing livestock of any kind, have a lien, dependent on possession, for
their compensation in caring for, boarding, feeding or pasturing such
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livestock. If the liens as herein provided are not paid within sixty (60)
days after the work is done, service rendered, or feed or pasturing
supplied, the person in whose favor such special lien is created may
proceed to sell the property at a licensed public livestock auction, after
giving ten (10) days' notice to the owner or O\vners of the livestock and
the state brand inspector. The information contained in such notice shall
be verified and contain the following:
(1) The time, place and date of the licensed public livestock auction;
(2) The name, address and phone number of the person claiming the
lien;
(3) The name, address and phone number of the owner or owners of
the livestock upon which the lien has been placed;
(4) The number, breed and current brand of the livestock upon which
the lien has been placed; and
(5) A statement by the lien or that the requirements of this section
have been met.
(c) Notices provided in subsections (a) and (b) of this section shall be
made by personal service or by certified or registered mail to the last
known address of the owner or owners and any holder of a prior perfected
security interest. The proceeds of the sale must be applied to the discharge
of any prior perfected security interest, the lien created by this section and
costs; the remainder, if any, must be paid over to the owner."

(Note: Idaho Code §4S-80S was amended effective July 1, 2012, and July 1, 2013.

Those

amendments do not affect the analysis of the priority issue in this case).
Idaho Code §4S-80S is titled "Liens for services on or caring for property."
Idaho Code §4S-80S(b) provides for a lien arising for the care or feeding of livestock, which is
commonly referred to as an agister's lien. Although neither the term "agister" nor "agister's
lien" occurs in the text of Idaho Code §4S-80S, the index to the Idaho Code has an entry under
"agisters' lien" which references Idaho Code §45-80S.

Idaho Code §4S-80S(a) provides for a

lien arising from the care or servicing of all other articles of personal property with the exception
of motor vehicles.
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Idaho Code §§45-805(a) and 805(b) each contain separate provisions by which a
person in favor of whom a lien is created may proceed to sell the property subject to the lien. The
last sentence ofIdaho Code §45- 805(c) directs how in either case the proceeds of sale are to be
applied:
·'The proceeds of the sale must be applied to the discharge of any prior
perfected security interest, the lien created by this section and costs; the
remainder, if any, must be paid over to the owner."
"The language of a statute is to be given its plain, obvious, and rational meaning." idaho
Department o.lHealth & We?fare v. Doe, 151 Idaho 605, 609, 261 P. 3d 882 eCt. App. 2011).

The words of a statute "must be given their plain, usual and ordinary meaning."

City

0.1

Pocatello v. idaho, 152 Idaho 830, 838, 275 P.2d 845 (2012). The plain and obvious import of

the words in this sentence is that proceeds are to be applied to the claims against those proceeds
in the order in which the claims are listed. Clearly, the last mentioned of these, the claim or
interest of the owner of the property sold, is last in priority.

This reinforces the plain and

ordinary reading of the sentence that the first two mentioned interests are assi!:,'11ed priority in the
order they are mentioned. To read the sentence in any other way would be unreasonable. The
provision for the application of the proceeds of sale in Idaho Code §45-805( c) is nearly identical
in language and structure to the corresponding provision in Chapter 15 of Title 45 which directs
how the proceeds of a trustee's sale under a deed of trust are to be applied:
"45-1507. Proceeds of Sale - Disposition. - The trustee shall appl y the
proceeds of the trustee's sale as follows:
(l)
To the expenses of the sale, including a reasonable charge by the
trustee and a reasonable attorney's fee.
(2)
To the obligation secured by the trust deed.
(3)
To any persons having recorded liens subsequent to the interest of
the trustee in the trust deed as their interests may appear.
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(4)

The surplus, if any, to the f,rrantor of the trust deed or to his
successor in interest entitled to such surplus."

Idaho Code §4S-1S07.

With respect to that statute, it has never been doubted that the list of the

interests to be paid is an express statement of the order of priority of those interests. There is
nothing in Idaho Code §4S-80S to suggest that the provision in that statute which directs the
application of proceeds of sale should be interpreted any differently.
Prior to its amendment by the legislature in 1990 the last sentence of Idaho Code
§4S-80S(c) read as follows:

"The proceeds of sale must be applied to the discharge of the lien and
costs; the remainder, if any must be paid over to the owner."
Here the order in which the two payees are listed is clearly and expressly the order of their
respective priority with respect to the proceeds. The 1990 amendment inserted the new reference
to "any prior perfected security interest" as an additional interest entitled to the proceeds of sale
in a sentence in which the order of interests listed was already clearly an order of priority.
Therefore, the sentence after the amendment should still be read as listing the recipients of the
proceeds of sale in the order of their priority and the order of the words in the sentence should be
interpreted to signify the order of priority of the interests or claims in the proceeds of property
sold.

The fact that the amendment inserted the reference to "any prior perfected security

interest" before the reference to "the lien created by this section," rather than after, is consistent
with and supports the conclusion that the sentence expressly states that a prior perfected security
interest has priority over a lien provided by the statute.
The interpretation of the last sentence of Idaho Code §45-805( c) as providing that
a prior perfected security interest is senior to a possessory lien created under this section is
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further supported by the fact that the overall structure of Idaho Code §45-805 only makes sense
on the basis of this ordering of priorities. "Provisions [of the statute] should not be read in
isolation, but must be interpreted in the context of the entire document. The statute should be
considered as a whole, and words should be given their plain, usual, and ordinary meanings."
State v. Schulz, 151 Idaho 863, 866,264 P. 3d 970 (2011). Idaho Code §45-805(a) includes a
provision by which a person claiming a lien under that subsection on non-livestock articles of
personal property may advance his lien to priority status over a prior perfected security interest
by following certain notice procedures. There would bc no logic for this provision unless it were
the case that without that provision, the prior perfected security interest was otherwise in a senior
position. With respect to an agister's lien created under Idaho Code §45-805(b), however, there
is no corresponding provision by which the agister's lien claimant may take priority over a prior
perfected security interest. Thus, in the case of an agister's lien, the order of priority expressly
provided by the last sentence Idaho Code §45-805( c) applies in every case. There is no notice
procedure nor any other method by which an agister's lien holder can attain senior lien status
over a prior perfected security interest.
It might be suggested that, although the plain meaning of Idaho Code §45-805

provides that a prior perfected security interest is senior to an agister's lien, the statute does not
"expressly" so provide and, therefore, the rule of Idaho Code §28-9-333(b) assigns priority to the
agister's lien. A number of considerations weigh against this suggestion.
The ordering of claims to be paid from the proceeds of sale as set forth in the last
sentence ofIdaho Code §45-805( c) is certainly expressly stated. Because the ordinary and plain
meaning of this ordering is that it is an order of priority, especially when the sentence is read in
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the eontext of the entire statute, it follows that the priority of a prior perfected security interest is
expressly stated.

The last two sentences of Official Comment 2. to the Official Text of the

section of the UCC enacted as Idaho Code §28-9-333 support this conclusion:
"As under former Section 9-310, the possessory lien has priority over a
security interest unless the possessory lien is created by a statute that
expressly provides otherwise. If the statue creating the possessory lien is
silent as to its priority relative to a security interest, this section provides a
rule of interpretation that the possessory lien takes priority, even ~f the
statute has been construedjudicially to make the possessory lien
subordinate." [Emphasis added].
The Official Comment clarifies that the distinction between a statute which "expressly provides
otherwise" and one which does not is not a distinction between a statute which is crystal clear on
the issue of priority and one which is less than clearly expressed. The intended distinction is
between a statute which provides a rule of priority as opposed to a statute which is simply silent
on the issue of priority. As the foregoing analysis shows, Idaho Code §45-805 is clearly not
silent on this matter. An Official Comment to a section of the Official Text of the UCC may
support an interpretation of a statute enacting that section. See e.g. JK. Merrill & Son, Inc. v.

Carter, 108 Idaho 749, 756, 702 P.2d 787 (1985). Besides the text itself, the Official Comments
appended to each section of the Official Text of the Code are by far the most useful aids to
interpretation and construction. J. White and R. Summers, Un~rorm Commercial Code, 3 Ed.,
rd

p. 12.

Thus by direct and appropriate language Idaho Code §45-805 provides that an
agister's lien is subordinate to a prior perfected security interest. "Express" means by direct and
appropriate language."
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Sweeny v. Otter, 119 Idaho 135, 140, 804 P.2d 308 (1990); Saint

Alphonsus

Divers~fied

Care, Inc. v. MRI Associates, LLP, 148 Idaho 479, 488, 224 P.3d 1068

(2009).
In J & M's Memorandum in Support of Plaintiffs Motion for Partial Summary
Judf,rment (R. pp. 48-S8), J & M asserts that liens created under Idaho Code §4S-805(a) "are
expressly made subordinate to prior perfected security interests in the articles of personal
property unless notice is given to the security holder. ... " (R. p. 55).

Farmers National Bank

concurs with this assertion. But it should be noted that nowhere does Idaho Code §45-805(a)
state that a lien under Idaho Code §45-805(a) is in general subordinate to a prior perfected
security interest. Rather, the text of that subsection only presupposes that is the case. Query:
why would it be necessary to provide a notice procedure by which the statutory lien can take
priority over a prior perfected security interest unless it is assumed that the security interest is
otherwise in a senior position? This assumption, of course is fully warranted by the last sentence
of Idaho Code §4S-805( c) wherein the subordinate status of a lien under the statute is expressly
stated. In other words, J & M's own determination that liens under Idaho Code §45-80S(a) are
expressly made subordinate to prior perfected security interests is not supported unless Idaho
Code §4S-80S(a) is read in conjunction with Idaho Code §4S-80S(c) and the latter section is read
as expressly providing for the priority of prior perfected security interests.
It is worth noting that the 1990 amendment to Idaho Code §4S-80S added the

notice provision in Idaho Code §80S(a) by which the lien created could become senior to a
security interest, along with the new provision in Idaho Code §80S( c) which ranks prior
perfected security interests ahead ofliens created under Idaho Code §45-805. Indeed, before the
1990 amendment there is no mention of security interests whatsoever in Idaho Code §4S-805.
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Even so, prior to 1990 Idaho Code §45-805 had been judicially construed such that an agister's
lien did not have priority over a prior perfected security interest. See Gould v. Hill, 43 Idaho 93,
251 P. 167 (1926). With the 1990 amendment, the statute now expressly states the senior status
of prior perfected security interests.

Without the amendment, Idaho Code §28-9-333 would

clearly control over any judicial constmction of the statute prior to its amendment in 1990.
It is readily apparent from the act by which the legislature amended the statute in
1990, as reported in the Idaho Session Laws, that the legislature intended the act to expressly
provide for the priority status of liens under the statute. The introductory statement in the act
which sets forth a general description of the matters addressed by the act reads as follows:
"CHAPTER 236
(S.B. No. 1485, As Amended)
AN ACT
RELATING TO LIENS FOR SERVICES ON OR CARING FOR
PROPERTY; AMENDING SECTION 45-805, IDAHO CODE, TO
PROVIDE A NOTICE PROCEDURE FOR A PUBLIC AUCTION IF
LIENS FOR SERVICES ON OR CARING FOR PROPERTY ARE NOT
PAID, TO PROVIDE PRIORITY STATUS, AND TO PROVIDE
EXCEPTIONS; AND DECLARING AN EMERGENCY.
Be it Enacted by the Legislature of the State of Idaho:
SECTION 1. That Section 45-805 , Idaho Code, be, and
the same is hereby amended to read as follows:
"

Idaho Session Laws, 1990, Chapter 236, p. 672. The stated purpose of the amendment is "TO

PROVIDE FOR PRIORITY STATUS, AND TO PROVIDE EXCEPTIONS." This is exactly
what the amendment does: priority status is provided for under Idaho Code §45-805( c) and an
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exception for that status is provided for by the notice procedure in Idaho Code §45-805(a) of the
act.
J & M argues that because there is no provision

111

Idaho Code §45-805(b)

corresponding to the provision in Idaho Code §45-805(a) for giving notice to a holder of a prior
perfected security interest, it follows that prior perfected security interests are always subordinate
to an agister's lien. This is an illogical conclusion. Assuming the legislature intended for liens
under Idaho Code §45-805 to in general be subordinate to prior perfected security interests, as
stated in the last sentence of Idaho Code §45-805( c), and assuming the legislature did not intend
the notice procedure in Idaho Code §45-805(a) to apply to agister liens, then the statute as
written succinctly achieves this intended result. The statute gives the holder of a lien under
Idaho Code §45-805(a) the means by which the holder can subordinate a prior perfect security
interest to the holder's lien. The statute does not give the holder of an agister's lien the same
opportunity.
II.

JUDGE STOKER MISCONSTRUED THE LEGAL EFFECT OF IDAHO CODE §45805.
1.

Judge Stoker's conclusion that Idaho Code §45-805(a) expressly states that a prior
perfected security interest has priority over a lien under that subsection is in error.
In his Memorandum Opinion Re Summary Judgment CR. pp. 92-104), Judge Stoker

begins his analysis of whether Idaho Code §45-805 expressly provides that a prior perfected
security interest has priority over an agister's lien created under Idaho Code §45-805(b) with a
discussion of the lien of service providers created under Idaho Code §45-805( a). He asserts that
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Idaho Code §45-805(a) "is illustrative of a statute which does expressly resolve the priority issue
addressed in

I.e.

Sec 28-9-333(b)." (R. p. 97) However, Judge Stoker's reading of subsection

805(a) fails to distinguish between what a statement actually says and what a statement merely
presupposes to be the case. Contrary to what Judge Stoker says, subsection 805(a) does not
actually state that a prior perfected security interest takes priority over a subsection 805(a) lien.
Rather, the subsection as written merely presupposes this is the casco
The sentence in subsection 805(a) which introduces the subject of the priOlity as
between a prior perfected security interest and a subsection 805(a) lien begins as follows:
"The person who is about to render any service to the owner of an article
of personal property by labor or skill employed for the protection,
improvement, safekeeping or carriage thereof may take priority over a
prior perfected security interest by ... "
This sentence clearly does not state or provide that a prior perfected security interest has priority
over the statutory lien; the sentence only presupposes this is the case because the sentence only
makes sense on that presupposition. If someone states that a man stopped beating his wife after
the sun came up, the statement presupposes, but does not state, that the man was beating his wife
before the sun came up. In the same way the above quoted sentence from subsection 805(a) does
not state that a prior perfected security interest takes priority over a subsection 805(a) lien; it
merely presupposes that to be the case by stating straight off how the lien holder may overcome
that (presupposed) priority by giving the required notice.
What then is the basis for the presupposition that security interests
priority over subsection 45-805( a) liens?

111

general have

we construe statutes under the assumption that

the legislature knew all legal precedent and other statutes in existence at the time the statutes
were passed [citation omitted]." City of Sandpoint v. Sandpoint Independent Highway District,

APPELLANT'S BRIEF - 16

126 Idaho 145, 150, 879 P .2d 1078 (1994). Assuming that the legislature was mindful of the lien
priority provisions of Idaho Code §28-9-333(b), then the presupposition must have been based
upon some other provision of section 805 as it was being amended which does expressly provide
for that priority.

The only candidate for that other provision is the last sentence of Idaho Code

§45-805( c) which expresses the order of priority of interests in the liened property in terms of the
order in which proceeds of sale are to be applied. The essential point is that unless the last
sentence of subsection 45-805(c) is read as a statement that prior perfected security interests in
general have priority over liens created under that statute, the provisions of subsection 805(a) by
which a lien holder may take priority over a security interest are superfluous: the lien holder
would have priority in all events by virtue of Idaho Code §28-9-333(b).

There is no reason to

establish a notice procedure by which a lien holder can take priority over a prior perfected
security interest if the law has already assigned that priority.
Judge Stoker states "It is significant that the legislature amended subsection (a) defining
the conditions under which a service provider could obtain a superior lien and subsection (c)
adding the "quoted language" [i.e. the last sentence of subsection (c)] in the same senate bil1."
Judge Stoker does not say why this is significant, but the significance should be obvious:
defining the conditions under which a service provider can obtain a superior lien makes sense
only because subsection (c) otherwise gives priority to the prior perfected security interest.
To summarize, it is a mistake to read subsection (a) of Idaho Code §45-805 as
expressly providing that a prior perfected security interest in general has priority over a lien
created under that subsection. In fact, subsection 805(a) only presupposes that priority. The
express provision establishing that presupposed priority is set forth in subsection 805( c).
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2. Unless Idaho Code §45-B05(c) is interpreted as stating a priority rule, it leads to absurd
results.

If the last sentence of subsection 805(c) is not interpreted as stating that prior
perfected security interests in general have priority over liens created under Idaho Code §45-805,
then the meaning of the sentence is that the proceeds of sale must be paid in every instance to
both the lien holder and the secured party, with the owner taking, if anything, whatever is left
over. Obviously, in many, if not most, situations where property subject to both a lien and a
security interest is sold, the proceeds of sale are insufficient to pay both the claims of the lien
holder and the secured party. However, the structure of the sentence indicates that all interests
are listed in the order of their priority. Because the sentence directs that the last claim mentioned
in the itemized list of claims (the owner) is last in line to be paid, the plain meaning of the
sentence is that the other claims are listed in order of priority as well. Thus, when the last
sentence of subsection 805( c) is interpreted according to it most natural meaning as stating an
order of priority, the absurd result that in many situations both the secured party and the lien
holder get paid from funds which are insufficient to do so, is avoided.

3. The interpretation of subsection B05(c) as stating an order of priority does not lead to
absurd results.

Judge Stoker reasons that if subsection 805(c) is interpreted as expressly
providing that a prior perfected security interest has priority over the liens created under
subsections 805(a) and 805(b), then in those cases where a subsection 805(a) lien holder gives
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the required notice to the holder of a prior perfected security interest, an absurd result would
follow: subsection 805( c) would assign priority to the security interest and subsection 805(a)
would assign priority to the lien holder. (R. p. 100). Judge Stoker asserts Fanners National
Bank "contends that this 'absurd result' would not occur because subsection (c) by its tenns
creates an exception which would eliminate this problem." (R. p. 100). This is not the position
taken by Fanners National Bank. Fanners National Bank's position is that the plain language of
the statute is that the exception to the general priority rule in subsection (c) is expressly set forth
in subsection (a), not impliedly in subsection (c). The two subseetions are not in conflict; there
is no problem which needs to be eliminated.

4. The priority rule of subsection 805(c) applies to subsection (b) as well as subsection (a).
As argued above, a compelling factor which requires the last sentence of
subsection 805( c) to be interpreted as stating an order of priority, is that otherwise the way in
which the subject of priority is introduced in subsection 805(a) is confusing and without
explanation. This case, of course is not about liens under subsection (a). It is about J & M's
agister's lien under subsection 805(b).

J & M and Judge Stoker's Memorandum Opinion Re

Summary Judgment mistakenly conclude that subsection 805(a) both states a general rule of
priority as between subsection 805(a) liens and prior perfected security interests and provides for
a procedure by which the lien holder can take priority over the lien holder. Having concluded
this, the arbJUment is made that, because subsection 805(b) does not have a similar provision by
which an agister lien holder can take priority over a secured party, Idaho Code §28-9-333(b)
directs the result that an agister's lien has priority over a prior perfeeted security interest.
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However, once it is understood that it is subsection 805(c), not subsection 805(a) which assigns
priority to prior perfect security interests over subsection 805(a) liens, then the absence in
subsection 805(b) of any similar statement concerning priority as between security interests and
agister liens calls for an entirely different conclusion.
Subsection 805(c) clearly applies to both subsections 805(a) and 805(b).
Therefore, by virtue of subsection 805( c) prior perfected security interests take precedence over
agister liens under subsection 805(b). However, unlike subsection 805(a), subsection 805(b)
does not provide the holder of an agister's lien a notice procedure by which it may take priority
over a prior perfected security interest. It is not unreasonable that the legislature would afford
this opportunity to subsection 805(a) lien holders, but not to agister lien holders under subsection
805(b). Whether this is the best public policy is perhaps open to debate, but it is clear that this is
what Idaho Code §45-805 in fact provides and, therefore, what the legislature intended to do.
Therefore, there is no reason why the legislature would have needed to address priority issues in
subsection 805(b).

CONCLUSION
The Court should reverse the Final Judgment entered by the trial court on May 9,
2013, which based upon the Memorandum Opinion Re Summary Jud!,rment, granted Partial
Summary Judgment to J & M Cattle on the issue of lien priority and denied the relief to Fanners
National Bank on that issue.
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]udf,'111ent should be issued in favor of Fanners National Bank declaring that a
prior perfected security interest has priority over an agister's lien created pursuant to Idaho Code
§45-805 in the dairy cattle and the
DATED this

~.

proc~eds

of sale of those dairy cattle.

of August, 2013.
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